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Industry and Government 


A recent occurrence at Albany is of more than usual 
instructiveness with reference to the relation of busi- 
ness to politics. Under date of January 10, 1924 a 
letter was sent to Governor Smith signed by the 
Associated Industries of New York, Mark A. Daly, 
General Secretary, stating that its Board of Directors 
requested an investigation of the Department of Labor 
on the basis of eight charges enumerated in the letter. 
These charges alleged that the Department of Labor 
had seriously broken down, especially in the adminis- 
tration of the Workmen’s Compensation Act, that 
politics dominated the Department, that in spite of in- 
creased appropriations the Department was less effi- 
cient than formerly, that the State Fund exceeded its 
legal expense ratio and increased its expense ratio from 
15 to 22 per cent, that the industrial board had ex- 
ceeded its authority, and that the expense and ineffi- 
ciency have imposed a burden on the public. 

Governor Smith immediately acquiesced and sub- 
poenaed the officers of the Associated Industries to ap- 
pear as witnesses and disclose the basis of their 
charges. The Governor announced that he would him- 
self conduct the hearing. The investigation began on 
January 22. Collapse of the charges came almost im- 
mediately. Two of the charges dealing with the state 
insurance fund were withdrawn by the president of the 
Associated Industries when he took the stand. He 
declared under oath that he knew nothing whatever 
personally about the conditions complained of in the 
accusations submitted to the Governor. He said that 
his association had decided to amend the charges; that 
on further examination it had been found that the two 
charges of inefficient handling of the fund were in- 
correct. The Governor replied that that meant they 
were false. 

No evidence was produced in support of the charges, 
and when the secretary, who has for years maintained 
a lobby in Albany and has continually exerted influence 
against social legislation, took the stand he declined to 
give the sources of his information, stating that they 
were confidential. 

Governor Smith then raised a question as to the 
seeretary’s activities, and elicited the fact that he is 
paid $17,000 a year by the Associated Industries. One 
of his chief duties is the conducting of the lobby at 
the Capitol. 
After the collapse of the attempt on the part of the 


Associated Industries Governor Smith called attention 
to the political aspects of the accusations and said: “If 
any one should ask for my opinion, I would say that 
this thing was done to create sentiment against pending 
labor legislation.” The secretary denied a_ political 
motive and the Governor said: “No; but you will 
come down here with a lot of malinformation, misin- 
formation, and no information, with a demand for an 
investigation. You have shown nothing so far. Direc- 
tors of your organization showed yesterday that they 
knew nothing about the conditions other than what they 
learned from you, and you yourself seem to have 
acted on hearsay without taking the trouble to check 
u ‘hag 

The press of the state is almost a unit in condemning 
the Associated Industries for its conduct in this matter. 
The New York Times said editorially, in its issue of 
January 24: “The members of the association are 
shrewd men in their own business. Why do they act 
corporately like a pack of innocents, led by the nose 
by a fluent and persuasive agent, full of ‘excessive 
zeal’? Buyers of the City Hall aren’t a bit more 
credulous than these men of affairs proved themselves 
in this affair of the State. Let us content our- 
selves with hoping that not only societies of business 
men, but all associations and private persons that take 
it upon themselves to meddle in the State’s business, 
will learn from this fiasco not to put their trust in en- 
thusiasts, amateur or professional; will form their opin- 
ions of public matters upon knowledge and not upon 
surmise or rumor or interested suggestion; will not 
heedlessly and ignorantly calumniate public servants.” 

It should be said that New York is not the only state 
where such lobbies are maintained by industrial in- 
terests. 


Counsel to Bankers 


An extraordinary address was given at a dinner of 
the Trust Company Division of the American Bankers’ 
Association in New York on February 14 by Evans 
Woolen of Indianapolis, president of the division. The 
following excerpts are from the New York Times 
version of the speech: “With the Bourbon who holds 
that property right, unchangeable in all its aspects, is 
not discussable in any respect, there is no chance for 
understanding. There is chance for clash. He pro- 
motes the class consciousness that is his danger and the 
danger of those whose business it is to conserve prop- 
erty into the future. 
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“If we who believe in our political and social institu- 
tions recognize this fact, that free speech, short always 
of incitement to law breaking, is the right of those 
whose ideas we dislike not less than those whose ideas 
we like, we promote the chance for understanding.” 

Concerning the “open shop”: “The open shop is 
called the ‘American plan’ and, in the fight against the 
union, patriotism is invoked. The refusal of the union- 
its to work with the non-unionist is condemned as an 
unpatriotic denial of au. American right. The charge is 
that the non-unionist is denied the right to be employed. 
He has no such right. No one has the right to be em- 
ployed. The non-unionist does have the right, if em- 
ployed, to work without interference. 

“To advocate and promote, as matter of principle, 
the enforcement of that right—the right of whomso- 
ever, if employed, to work without interference, is in- 
deed an endeavor of patriotism. But, on the other 
hand, to advocate and promote, as matter of policy, one 
course or another with reference to the employment of 
unionists is an endeavor not of patriotism but of ex- 
pediency. It seems expedient to the non-unionist not 
to join the union. There is no question of patriotism 
involved. It seems expedient to the unionist not to 
work with the non-unionist. Equally there is no ques- 
tion of patriotism. It seems expedient to one to em- 
ploy unionists, to another to employ non-unionists. 
Here, too, is no question of patriotism. The distinc- 
tion is worth making because the solution of the problem 
of capital and labor is a matter of understanding and 
does not make for understanding or for goodwill that 
one side tries to envelop its cause with the flag.” 


The President’s Farm Conference 


President Coolidge has followed up his message to 
Congress upon the agricultural situation by calling a 
conference of bankers and representatives of agricul- 
tural and industrial concerns. Before this conference, 
which aroused wide interest in the Northwest, the Pres- 
ident reviewed the suggestions contained in his special 
message and asked for the conference’s endorsement 
upon them and also urged that creditors of Northwest- 
ern banks and farmers hold off foreclosures. The con- 
ference laid plans for organizing a ten million dollar 
loan corporation to assist Northwestern institutions 
whose stability has been threatened by the present 
emergency. New York banks have already contributed 
almost half of the required capital for this new cor- 
poration, proving the contention of Western financiers 
that the East was as vitally affected by the emergency 
in the wheat belt as the West. The conference refused, 
however, to endorse the Norbeck-Burtson bill which the 
President endorsed and which provides for a loan fund 
to be created by the national government to aid wheat 
growers in shifting from one crop to diversified farm- 
ing. This bill was supported by financial, business and 
agricultural interests in the Northwest. The farm press 
East and West has been generally favorable to it, feel- 
ing that it will help the farmer of character to pay as 
he goes without waiting indefinitely for aid. The pro- 
posed fund would also be used to aid banks whose 
assets are largely “frozen.” The position of its op- 
ponents, who are mostly Eastern financiers, is well put 
in the news letter of the National City Bank for Febru- 
ary. It states that the measure would be difficult of 
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administration, that it creates a bad precedent and that 
the changes which it seeks to assist in bringing about 
are already under way. It also makes the accusation 
that North Dakota has sinned socially in that its wheat 
yield per acre is approximately only half that of New 
York State on a five-year average. The soil of the 
state is not exhausted, but its vitality has been drained 
by the treatment it has received. 


More About Cooperation 


Agricultural cooperation is spreading rapidly. A 
number of state legislatures have passed laws during 
their present sessions which make cooperative market- 
ing easier. These laws vary according to the state. 
None of them are original in that similar laws have 
already been passed in other states. All of them, how- 
ever, appear to have been endorsed by the agricultural 
committee and have passed with little opposition. Co- 
incident with this phenomenon the American Farm 
Bureau Federation announces the adoption of a wide- 
spread program of education on the subject of agri- 
cultural cooperation which is to be carried on through 
the various state and county farm bureaus. Courses 
are also planned for the agricultural colleges. To the 
observer of the cooperative movement to date the ques- 
tion arises as to what sort of cooperation is to be taught 
and as to whether the laws being passed will really fur- 
ther the cooperative ideal. At present there is less 
agreement about the meaning of the word “coopera- 
tion” when applied to agriculture than at any time since 
the word became one to conjure with. To some it 
means local associations of farmers banded together for 
the purpose of reducing certain immediate costs, others 
think of cooperation in terms of national price con- 
trolling commodity organizations. Many look on co- 
operation as nothing more than an economic device to 
secure a greater return. A smaller number recognize 
the spiritual content of the word and believe cooperation 
to be the means of ushering the era of goodwill in the 
world for which Jesus gave the charter in the Sermon 
on the Mount. 

Recognizing these diverse ideas, [Vallaces’ Farmer, 
in an editorial in the February 8 issue, has attempted a 
statement of its philosophy of cooperation. This in- 
fluential farm journal repudiates cooperation as mere 
“enlightened selfishness.” It is this sort of attitude 
which has been tried in industry and which has con- 
spicuously failed to effect “ny fundamental social im- 
provement. If cooperation 1s to remedy social injustice 
it must become not a device for making better profits 
but “an economic system which appeals instead to the 
instinct of workmanship in man and to the desire to be 
of service to his fellows.” If this is to be the con- 
trolling idea, in order not to betray the real purposes 
of the movement, “the profit motive must be definitely 
abandoned.” Wallaces’ Farmer does not feel that this 
philosophy is contrary to some of the present practices of 
cooperative organization, which may proceed on a large 
scale. The pooling and contract systems are definite 
expressions of the loyalty every cooperator ought to 
feel for his organization. This means putting a new 
emphasis into the education which is going on. The 
editorial concludes, “This process of education, too, it 
seems to us, must not limit itself to the problems of co- 
operative marketing. It must corsider also the need 
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and the means of controlling production in accordance 
with demand, and the handling of such surpluses as 
may develop in such a way that a stable market may 
be maintained. And in the development of these things 
it seems necessary to remember all the time that they 
are means rather than ends; that the end we are striv- 
ing for, and that cooperative organization seems most 
likely to bring about, is the creation of a rural civiliza- 
tion that will offer the greatest opportunities for the 
freest development of the human spirit.” 


Mr. Filene’s Peace Offer 


In a letter to the Research Department Mr. E. A. 
Filene of Boston explains his purpose in creating the 
European Peace Awards. 

“T have reproduced the essential of the Bok idea in 
France, England and Italy for the purpose of planting 
the peace idea. I believe that if any considerable num- 
ber of minds on the continent of Europe can be turned 
to consider the idea of peace there will be a gain to the 
world at large. , 

“As an American I am interested to help Europe in 
every possible way to break out of its vicious, militar- 
istic circle. I am interested, first, because I realize the 
debt which America owes to the civilization of Europe 
and I, for one, cannot evade the obligation to do what- 
ever lies within my power to avert the destruction of 
that civilization in another war. Then, in the second 
place, [ am interested because despite America’s illusory 
isolation, | realize how utterly impossible it would be 
for this country to escape participation in such a con- 
flict. Those who would keep the United States aloof 
at this moment when we might work to assure peace 
will bear a heavy responsibility when their country is 
embroiled in: a conflict resulting from a refusal to co- 
operate for peace. 

“These peace awards, for which competitions are 
being held in England, France and Italy (the competi- 
tion in Germany is not yet organized), will not, perhaps. 
bring forth a proposal or a set of proposals capable of 
solving Europe’s complex problems. I will be content 
if they accomplish a result much less ambitious. If 
men and women in those nations are stimulated to think 
their way through to a peace solution of the questions 
which are now regarded as amenable only to force, a 
great deal will have been accomplished.” 

The Filene Award is in contrast to the Bok Award 
in that the aim is not to secure one plan, but to promote 
study and discussion in the greatest possible measure. 
The French prospectus (similar to those in the other 
countries) is at hand and offers a first prize of 100,000 
francs, a second of 30,000, a third of 20,000, fifteen of 


2,000 each and twenty of 1,000 each—a total of 200,000 


francs. The French contest closes April 30. 


The Bok Referendum 


The referendum on Charles H. Levermore’s winning 
plan is proceeding with a surprising uniformity of re- 
sult. The vote on the plan is overwhelmingly favorable 
m every state. Even in Wisconsin, which shows the 
only considerable opposition, the plan is winning by 
hore than two to one. The aggregate vote is approx- 
imately 87 per cent for and 13 per cent against. 

The Committee feels it very important to secure even 
a larger vote than that already recorded—about half a 
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million. From a statistical point of view the vote would 
seem to give a fair “sample” of the sentiment of the 
country, but it is especially important that the negative 
sentiment be fairly tested, since it might be assumed that 
the silent vote shows a larger proportion of unfavorable 
opinion than the vote cast. very effort is being made 
to avoid a prejudiced judgment. The Committee has 
refrained from propaganda. The poll will not close 
until March 15. (Address, 342 Madison Avenue, New 
York City.) 


Where Does Capital Come From? 


The Locomotive Engineers’ Journal consistently gives 
its readers balanced rations of discussions of funda- 
mental issues. The December, 1923, number of this 
widely circulated labor journal contained, for example, 
seventeen editorial and sixteen special articles, most of 
them on important public questions. One of the de- 
partments gives news of the consumers’ and producers’ 
cooperative movements in all parts of the world. A 
very significant article on “Where Does Capital Come 
Irom ?”’ by George Soule, director of the Labor Bureau, 
Inc., appears serially in the December and January 
numbers. 

For purposes of his discussion, Mr. Soule uses the 
term “capital” in the sense of productive equipment. 
“In our modern industrial world capital includes such 
things as railroad tracks, locomotives and cars, stations 
and terminals, mills, factories, machinery, ships—all the 
semi-permanent equipment necessary to carry on in- 
dustry and trade.” Capital in this sense is essential; its 
growth creates the possibility of “better living for 
everyone,” and any program tending to destroy it 
“would bring disaster.” 

The significant feature of the article is the explana- 
tion of how capital is actually saved or accumulated. 
He says many economists have given us the story of the 
blacksmith who gives up some present enjoyment, saves 
some of his earnings and eventually buys productive 
equipment of his own, as a simple illustration of the 
way modern industry accumulates capital on a large 
scale. He is led to reject this explanation by an exam- 
ination of the financial history of certain large corpora- 
tions. Considering the United States Steel Corporation, 
Mr. Soule points out that “the total par value of the 
shares and bonds of the companies acquired at the date 
of the merger was $881,720,994. In exchange for these, 
the United States Steel Corporation issued a total of 
shares and bonds with a par value of $1,192,146,703. 
Here was a jump in the face value of the capital amount- 
ing to $310,425,809. This jump “did not rep- 
resent the saving or sacrifice of a cent on any investor's 
part. It did not represent any new physical property. 
It represented merely the expectation of larger profits 
in the future.” Most of the money required for the 
corporation’s expansion has come, not from the savings 
of individual investors, but “out of corporate profits, 
after interest and dividends had been paid to investors.” 
The corporation also has an undivided surplus of nearly 
half a billion dollars which is in cash or invested in 
outside securities. The Standard Oil Company of New 
Jersey, the five large meat packing companies, the Ford 
Motor Car Company, the Amoskeag Manufacturing 
Company, the Girard coal properties, all furnish illus- 
trations of this method of accumulation of capital by 
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investors and stockholders not as a result of their saving 
but as a result of their use of the profits of industry. 
Mr. Soule discusses the financial reports of these cor- 
porations in some detail. 

Are these concerns typical? Admitting that there are 
numerous business failures and that large numbers of 
corporations exist a long time with scant earnings, 
nevertheless, Mr. Soule states, these corporations are 
“typical of those concerns which account for the bulk 
of the nation’s production, in most industries , 
those concerns which fail or just manage to get along 
are chiefly the very small ones. The records 
clearly show that a great part of the total capital ac- 
cumulation, or ‘saving’ in the United States arises not 
from the sacrifice involved in laying aside any part of 
personal incomes actually received, but from additions 
to corporate surplus out of profits.” He quotes the esti- 
mate by Dr. Willford I. King, a noted authority on 
financial statistics, published in the Journal of the Am- 
erican Statistical Association for March, 1923, that, con- 
sidering reports for 1909 to 1918, “in most years new 
savings of business were larger than the new personal 
savings. In 1917 and 1918 they were more than twice 
as large.” (Dr. King also includes in new persanal 
savings such items as passenger automobiles and other 
items which do not fall within the scope of Mr. Soule’s 
definition of productive capital. ) 

Mr. Soule points out that economists have seriously 
questioned whether “the size of the profits has any 
direct relation to the ‘risk’ of the investor who buys 
ordinary stock,” and that “even if a large profit were 
necessary to compensate for risk, the risk itself might 
be almost eliminated in a properly planned economic 
order.” 


Opium Traffic Restriction 


At the fifth session of the League of Nations Ad- 
visory Committee on Traffic in Opium (Information 
Service May 19 and June 16, 1923) the following pro- 
posals were presented by the American unofficial dele- 
gates : 

1. If the purpose of the Hague Opium Convention 
is to be achieved according to its spirit and true intent, 
it must be recognized that the use of opium products 
for other than medicinal and scientific purposes is an 
abuse and not legitimate. 

2. In order to prevent the abuse of those drugs, it is 
necessary to exercise the control of the’ production of 
raw opium in such a manner that there will be no 
surplus available for non-medicinal and non-scientific 
purposes. 

These proposals were accepted in general and, to- 
gether with resolutions calling for conferences on the 
suppression in the Far East of the use of prepared 
opium and the limitation of the manufacture of nar- 
cotics, were transferred by the League Council on July 
7 to the member States of the League and action called 
for on the agenda of the Fourth Assembly in Septem- 
ber. The Assembly adopted the resolutions and rec- 
ommended that the Council put them into operation. 
This was accomplished during the December meeting of 
the Council when November 3, 1924 was set for a con- 
ference on the gradual suppression of opium-smoking 
in the Far East, and November 17, 1924 for a confer- 
ence on the limitation to medical needs of the manufac- 
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ture of opium alkaloids and cocaine and the production 
of opium and coca leaves. The first conference includes 
those countries in addition to China in which opium- 
smoking is temporarily continued under the provisions 
of Chapter II (of the Hague Convention) ; the second 
conference includes all Member States of the League or 
Parties to the Convention of 1912. (This will make 
the United States a party whether or not we are repre- 
sented “unofficially” as heretofore.) The Council also 
“instructed the Secretary-General to communicate with 
the governments on the subject of the suppression of 
heroin, consignments of narcotics in bonded warehouses, 
publication regarding seizures of contraband drugs, and 
increased penalties for illicit traffic. It requested the 
Opium Advisory Committee to continue its examina- 
tions of the question of how best to extend the League 
system of import and export certificates over as wide 
a field as possible.” The Advisory Committee was 
asked to appoint a committee on program “to consist 
of six members, including a representative of the United 
States and two European assessors in the Advisory 
Committee.” 


Discrimination Against “‘Co-ops”’ 


A recent document issued by the Federal Trade Com- 
mission throws light on the conflicts between farmers’ 
cooperative organizations and organized dealers and 
manufacturers. It charges a number of the farm imple- 
ment concerns with conspiracy to restrain trade by cut- 
ting off machine supplies from farmers’ cooperatives. 
Local implement dealers were also named in the com- 
plaint since they boycotted any concern which sold to 
the cooperatives. The manufacturers were found to 
have “continuously assisted retail dealers’ associations 
in carrying out their purposes and to have contributed 
money for this purpose.” It is further stated by the 
Commission that the associations “maintained a system 
of espionage” over the entire industry to cut off the 
supply of implements not only from the cooperative as- 
sociations but also from “irregular” dealers who would 
not maintain the price and profit levels determined by 
the organizations. 


Workmen's Compensation for the 
District of Columbia 


Hearings are in progress at Washington on the Fitz- 
gerald bill which provides a workmen’s compensation 
insurance system for workers in private industry in the 
District of Columbia. Attention was called to this bill 
in the INFORMATION SERVICE for February 2. 

Because the residents of the District have no vote 
and no direct representation in Congress, legislation for 
the District is a matter for national consideration. It 
is the representatives of the people in the 48 states who 
must determine whether the workers in the national 
Capital shall be protected against industrial accident 
disability. Most of the states from which these rep- 
resentatives come have some form of industrial acci- 
dent compensation and the sponsors of the bill are 
urging that it is the concern of the people in these states 
to see that such protection is awarded to the workers 
in private industry in the District. 
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